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O0R O BBEB

OATH OR AFFIRMATION

I, __ Mark Haltex , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

IRR Capital Markets, Inc. , as
of December 31 ,20__07  are true and correct. I further sweer (or affirm) that
neither the company nor any partner, propristor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows: '

V. ya
Shanna L. Vance M—
Notary Public - Notary Seal ) Mw :
STATE OF KANSAS Signature Y

My Commission /‘res: 7T} 20 _MDEALZ___

Title
% Giing \ 61\/]@{

Notary Public

This report ** contains (check all applicable boxes):

Xl (a) Facing Page.

(X} (b) Statement of Financial Condition.

Bl (c) Statement of Income (Loss).

A (d) Statement of Changes in Financial Condition.

) (c) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors’ Capital.

0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

¥l (g) Computation of Net Capital,

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Bxhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

{) An QOath or Affirmation.

{m) A copy of the SIPC Supplemental Report. :

‘(qs A roport describing any material inadequacies found to exist or found to have existed since the date of the previous andit.

X {o)Independent Auditors'Report on Internal Control Structure Required by Rule 17a-5.

*+Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e){3).
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This report is deemed to be

CONFIDENTIAL

in accordance with Rule 17a-5(e)(3).

A statement of financial condition and
supplementary report on the internal control
structure bound separately has been filed with
the Securities and Exchange Commission
simultaneously herewith as a public document.
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INDEPENDENT AUDITORS' REPORT

Board of Directors
IRR Capital Markets, Inc.

We have audited the accompanying statements of financial condition of
IRR CAPITAL MARKETS, INC.

as of December 31, 2007 and 2008, and the related statements of income, changes in stockholder's
equity, and cash flows for the years then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934, These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of IRR Capital Markets, inc. as of December 31, 2007 and 2006, and the results of its
operations, and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules |, Il and i} is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rule 17a-5 of the Securities and Exchange Commission. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relaffon to the basic financial statements taken as a

o Wallal)gn lG‘l’h:&)C.PA/“

CERTIFIED PUBLIC ACCOUNTANTS
Westwood, Kansas
February 20, 2008

1901 West 47th Place @ Suite 204 * Westwond, KS o 66205 o (913) 432-2727 « Fux (913) 432-2967 ¢ E-Mail {name) @ mlikepas.com



IRR CAPITAL MARKETS, INC.
STATEMENTS OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2007 AND 2006

ASSETS
Cash
Income taxes receivable
Fees receivable-IRR Residential
Deferred income tax asset
TOTAL ASSETS
LIABILITIES

Accounts payable
Management fee payable

TOTAL LIABILITIES

STOCKHOLDER'S EQUITY

Paid In Capital
Common stock, no par, authorized 10,000 shares,
2,100 shares issued and outstanding
Retained eamings

TOTAL STOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

2007 2006
$ 88,028 $ 62,204
- 8,981
25,760 .

- 3,500

$ 113,788 $ 74,685
$ 3600 $ 18,688
35,450 -
39,050 18,688
23,000 123,000
51,738 32,807
74,738 55,997

$ 113788 $ 74,685

The accompanying notes are an integral part of these financial statements.
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IRR CAPITAL MARKETS, INC.
STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006
REVENUES
Consuliing fees $ 84733 § 69,140
Interest income : 1,464 677
Miscellaneous income 35,000 -
TOTAL REVENUES 121,197 69,817
EXPENSES
Management fees 36,800 42,295
Professional fees | 47,542 14,286
Corporale service fees 12,000 12,000
Office expense 2,400 2,400
License and permits 1,665 2,185
Insurance 1,370 1,684
TOTAL EXPENSES 101,777 74,850
OPERATING INCOME (LOSS) _ 19,420 (5,033)
PROVISION FOR INCOME TAX EXPENSE 679 1,564
NET INCOME (LOSS) ' $ 18741 § (6,597)

The accompanying notes are an integral part of these financial statements.
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IRR CAPITAL MARKETS, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

Common Total
Stock Retained Stockholder's
No Par Earnings Equity
Balance at December 31, 2005 $ 23,000 $ 39594 $ 62,594
Net loss for 2006 - (6,597) (6,597)
Balance at December 31, 2006 23,000 32,997 55,997
Net income for 2007 - 18,741 18,741
Balance at December 31, 2007 $ 23000 $ 51,738 % 74,738

The accompanying notes are an integral part of these financial statements.
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IRR CAPITAL MARKETS, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income {Loss)

Adjustments to reconcile net income (loss) to net
cash provided by operating activities:
Changes in operating assets and liabilities:

Income taxes receivable

Fees receivable - IRR Residential
Deferred income taxes

Accounts payable

Management fee payable
Income taxes payable

Total adjustments
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

INCREASE (DECREASE) IN CASH
CASH, BEGINNING OF YEAR

CASH, END OF YEAR

2007 2006
$ 18741 §  (6,597)
8,981 (8,981)
(25,760) -
3,500 4,900
(15,088) (5,362)
35,450 .
- (13,500)
7,083 (22,943)
25,824 (29,540)
25,824 (29,540)
62,204 91,744
$ 88028 $ 62204

The accompanying notes are an integral part of these financial statements.
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IRR CAPITAL MARKETS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Business.

IRR Capital Markets, Inc. ("the Company") is a limited services securities broker engaged in the

sale of tax shelters or limited parinerships in primary distributions, private placements, real estate
syndications and municipal financial advisory services. The Company is a member in good standing
of the Financial Industry Regulatory Authority (FINRA}. The Company is registered with the Securities
and Exchange Commission (SEC) and the Municipai Securities Rulemaking Board (MSRB). It is
subject to the net capital requirements of SEC Rule 15¢3-3, and it is exempt from the reserve
requirements and possession or control requirements of SEC Rule 15¢3-3. All general securities
accounts are insured by the Securities Investor Protection Corporation (SIPC).

Use of Estimates.

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenues, and expenses. Such estimates primarily relate to unsettled transactions and events as of the
date of the financial statements. Accordingly, upon settlement, actual results may differ from estimated
amounts,

Revenue Recognition.

Revenues are recognized as earned on the accrual basis.

Cash.

Cash consists of demand deposit checking accounts with financial institutions.
Income Taxes.

Effective January 1, 2007, the shareholders elected S-Corporation status. Prior to 2007, income taxes
are provided using the liability method which provides that deferred income taxes are recorded based on
temporary differences between the carrying amounts of assets and liabilities for financial reporting and
income tax purposes. These differences are measured using the enacted tax rates and laws that are
expected to be in effect when the dlfferences reverse.

NOTE B - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1,
which requires (1) maintenance of minimum net capital, and (2) that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15to 1; and the rule of "applicable” exchange also
provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio
would exceed 10 to 1. Net capital requirements at December 31, 2007 and 2006 are summarized as

follows:

2007 2006
Net Capital . $ 74738 $ 43516
Aggregate Indebtedness 39,050 18,688
Minimum Net Capital Required 5,000 5,000
Excess Net Capital at 1500% 69,738 38,516
Net Capital Ratio 0.52 to1 0.43 to1



IRR CAPITAL MARKETS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE C - INCOME TAXES

——— .

Foliowing is a summary of the income tax provision as of December 31, 2007 and 2006:

2007 2006
Current tax expense $ - $ 6,464
Deferred tax benefit (cash basis for income tax reporting) ‘ - {4,900)
PROVISION FOR INCOME TAX EXPENSE $ - $ 1,564
Income taxes paid (refunded) during the year $ (1,600} 8§ 5,500

NOTE D - RELATED PARTIES

The Company reimburses salaries, office rent, and other operating expenses to a related entity owned
by the Company's sole stockholder. Total amounts reimbursed for the years ended December 31, 2007
and 2006 amounted to $39,200 and $44,695, respectively. As of December 31, 2007 and 2006
accounts payable due to this related entity were $36,050 and $-0-, respectively. While several entities
throughout the United States bear the IRR brand by virtue of their participation in the franchise
networks known as Integra Realty Resources, Inc. (for commercial appraisers) and IRR - Residential,
LLC (for residential appraisers), the Company is related by way of common ownership and/or
management to three of the entities bearing the IRR brand, specifically including the refated party
referred to above, and also two other IRR - brand entities from which the Company derived 100% of
its revenues for both 2007 and 2006, one of which was IRR - Residential, LLC. As of December 31,
2007 and 2006, fees receivable from IRR-Residential, LLC were $25,760 and zero, respectively. The
accounts of other IRR - brand entities are not consolidated, combined or otherwise reported in the
accompanying financial statements.

NOTE E - CONTINGENT LIABILITY

During a routine examination of the Company in 2007, FINRA examiners noted that the Company
received funds and deposited them into escrow after the termination date of the escrow per the offering
memorandum without natifying the participants in the offering. As a result, the Company is potentially
liable for a fine not to exceed $50,000. No accrual is made in thése financial statements as the amount
is not yet determined.
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IRR CAPITAL MARKETS, INC.
SCHEDULE | - COMPUTATION OF NET CAPITAL UNDER

RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2007 AND 2006

NET CAPITAL
Total Stockholders' Equity
Deductions and/or charges:
A. Non-allowable assets
Income tax receivable
Deferred income tax asset

Net Capital

AGGREGATE INDEBTEDNESS
{tems Included in Statements of Financial Condition
Accounts payable
Payroll payable
Total Aggregate Indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum Net Capital Required
Excess Net Capital

Ratio: Aggregate Indebtedness to Net Capital

RECONCILIATION WITH COMPANY'S COMPUTATION

(included in Part ll of Form X-17A-5
as of December 30, 2007 and 2006)

Net Capital, as reported in Part 1| of
Company's unaudited FOCUS report

Less: Adjustment for Receivable - IRR Residential
Less: Adjustment for Management Fee Payable
Add: Adjustment for Accounts Payable
Less: Adjustment for Consulting Fee Revenue
Add: Adjustment for Deferred Income Taxes
Less: Non-allowable asset - income Tax Receivable
Less: Non-allowable asset - Deferred Income Tax

Reconciled Net Capital, as reported in Part |l
of Company's unaudited FOCUS report

Net Capital, as computed above

2007 2006
$ 74738 $ 55007
; (8,981)
; (3,500)
$ 74738 $ 43516
$ 3,600 $ 18,688
35.450 .
$  39.050 § 18688
$ 5000 $ 5000
S 60,738 $ 38516
0.52 101 0.43 to 1
$ 83978 $ 67,604
25.760 .
(35,000) ;
i (1,688)
] (14,000)
. 4,081
X (8.981)
. (3,500)
$ 74,738 $ 43,516
$ 74738 $ 43516




IRR CAPITAL MARKETS, INC.

SCHEDULE i - COMPUTATION FOR

DETERMINATION OF RESERVE REQUIREMENTS UNDER

RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

The Company operated under the exemptive provisions of paragraph (k)(2)(ii) of Securities and Exchange
Commission Rule 15¢3-3 throughout the years ended December 31, 2007 and 2006.
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IRR CAPITAL MARKETS, INC.

SCHEDULE [l - INFORMATION RELATING TO

POSSESSION OR CONTROL REQUIREMENT UNDER

RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

The Company has complied with the exemptive requirements of Rule 15¢3-3 of the Securilies and Exchange
Commission and did not maintain possession or control of any customer funds or securilies as of December
31, 2007 and 2006.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17a-5

Board of Directors
IRR Capital Markets, Inc.

In planning and performing our audit of the financia! statements of IRR Capital Markets, Inc., as of and for
the year ended December 31, 2007, in accordance with auditing standards generally accepted in the
United States of America, we considered the Company's internal control over financial reperting (internal
control) as a basis for designing our auditing procedures for purposes of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by rule 17a-5{g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g), in making the periodic computations of
aggregate indebtedness {or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodia!l functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and compansons and

l recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under section 8 of
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph.  In fulfiling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's autharization and recorded properly to permit preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.
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A conirol deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remoie likelihood that a missiatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remole likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Qur consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses, We did not identify any deficiencies in intemal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the New York Stock Exchange, and other regulatory agencies which rely on Rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not
intended to be and should not be used by anyone her than these specified parties.

leu»,qﬂm

CERTIFIED PUBLIC ACCOUNTANTS
Westwood, Kansas
February 20, 2008
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